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This report on beef cattle and hogs is part of the Economics Branch program to 
inform the agricultural community about the current and prospective market outlook. 
The objective of outlook reports is to increase the ability of agriculture to 

make production and marketing decisions. 


This issue is basically an updating of the report published last summer. A short 
article on the Agricultural Stabilization Act has been added. Another innovation 
is the inclusion of a summary of the outlook for both beef and hogs. A more 
comprehensive report is planned for the Canadian Agricultural Outlook Conference, 
which will be held in Ottawa December 15 and 16, 1975. 


The continuing co-operation of Statistics Canada, the Department of Industry, 
Trade and Commerce and the Production and Marketing Branch of this department 
isumuch appreciated: 


dake. burns, 

Head, Outlook Co-ordination and Development, 
Marketing and Trade Division, 

Economics Branch, 

Agriculture Canada. 
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BEEF SUMMARY 


Canadian cattlemen are taking steps to bring an end to the expansion of beef 
herds which has occurred since 1969. 


The imminent cattle shortage will be the result of a heavy slaugnter of breeding 
animals in late 1974 and throughout 1975, a trend expected to continue into 1976. 
Cows and heifers are being shipped to the slaughterhouse by producers hard hit 
byelOW Calf prices Guringethis, period or beer surplus.) Thisureduction' im the 
breeding herd will mean a smaller calf crop beginning probably in 1976. 


Cattle slaughter anetherfinalequarter’of 1975 1s expectedyto beveipht to ten percent 
above that of the corresponding period in 1974. Prices for Al and A2 steers at 

Toronto will likely fall below the mid-September average of $51 per cwt. The 

average price in the last quarter of 1974 was $51.39 per cwt. This increased slaughter 
will continue into 1976 resulting in a further weakening of prices. 


Gatclerstaughter in Canada to date in) 1975 is up 13 percent over the 1974 level but 
Puewoutpuc OL carcass beer as up only mine percent. The smaller increase in carcass 
Output is due to a lower average carcass weight generated by the heavy slaughter of 
females and grass-fed animals. This has helped moderate the price-depressing effects 
of increased slaughter. 


The composition of cattle slaughter changed significantly in the first nine months of 
1o/oeWwithesteer cs Laughter “down 1404 percent; ’and.cow, heifer and calf slaughter up 

Do, +2 and 65> percent. The pattern was similar in the U.S. where steer slaughter was 
BoWwistive percent; and cow, heifer and» calf*slaughter up’ 53, 15 and 77 percent. 


ne sharp increase in calf slaughter reflects the marketing of calves as veal, a 
more attractive market outlet for producers than that of feeding the animals to 
heavier weights and experiencing low prices. Feedlot operators, hard pressed by 
high feed costs, have shown a cautious demand for calves. Calf prices will 

Con iiueslow this tall because of the record calf crop born in the spring of 1975. 
Fewer top-grade slaughter cattle will come to market in the next year because of 
Ehesiich calf slaughter. 


Lower feed costs that would have injected some optimism into the feedlot sector are 
not expected to materialize because of the recent strengthening of grain prices. 

Good late fall pastures will prevent unusually heavy marketings of unfinished animals. 
A heavy corn crop in Ontario plus the wide positive margin between feeder and fed 
cattle prices will help feedlots whose operations are based on home-grown silage. 


Canadian fed cattle prices will follow the U.S. lead where there was an increase in 
feedlot placements in the April-June period and in August and September. Live 
Cattle prices in the two countries are Similar and this pattern is expected to 
continue. 


Consumer resistance to high pork prices has improved the demand for beef. Per capita 
beef iconsumption.in 1975 1s likely to) exceed 100 pounds for. the. first time in 
history. Much of the increased consumption is of grades B to E because the heavy 
marketings of females and unfinished animals have increased their share of the 

total slaughter supply. 


lohd 46 poloniyes ait at hen! ge Gens 
Vasu ‘oP 


qitert? lo gvtiunle Veet 16 Le 
eel ofl qunleneg a). barrage nave rips 
thd wiad athauberg +O wuoteniganle 
ay o2 Aphzouba® alll ep pp lcs 
ac@r mi vidaderg quiasiged: 


fessteq WeT'e2 riigi 4 edo: bey “™ 37 eat hak 
Putt witte aranase SA love SA | wi ey | AOE TU 
off -iwo seg LAS $e) egnynve. cedeade 
ele hit «LS . den gay OE,208 aoe ARE ores 
Pa er i ote oe o58 egn) 

| 4x : oe ¢€6% es 
ia lawesl O° GL et? Fave ouearee dy q7-@ aver a ote oF a « wd) 
erevies 4) saeatoal Llama off | 2enowg Onin 
atiguele yveed ats wi belexcee, Gigtew eaegtee 
Aun Art ett emenb aw, ing aetna repon begied 408 21dd « 


ane . cot col ood) Geb tiset lay Ani 
; ew ja peal we wi Ci: @eeatlinged QageeAr 102 
uw toffee Tied bee WeRled ots bam ptavirteg &.F 

24 BDOInguP eR PaaIe STS nV ait ns sei base 4aw 
sn93794 wis If (td qe venig¢ale Dies bre to? 


»  (eaven dovies Ve. gaivedtan ata 299eiter 19 Wiquake Ab wean” qraile oat 
Of Claaise sft gathos? To ver? hard eepoche ym 

of beqeoy txad \2wdrereqs tolhest «eer wel 
iliw eeoieq Mad §,s0ulan 760 Ganesh guolgiee Ss 

e! 36 yalvye wi? nil nied ger? ties Moyet a6? Ye 

to aeoeuad tary J250 Off 0) Fo05 a8, CP? Cee (iw oleae 


jye 1oreae telbes't of? Ofn1 welairqu ems bedeete <ead th 
“yity @loty to gainsdighette Jaaoet GtF 

1if@u ne WedelOlLinw 10, tart tadtem yveeall es 
bo? mte obee® noseted nlygtem evi treoq 
aysisa nweth-emod wo bered o2e enoiterego Needy Af 


he 


oj) seeurtnl as anw avets opedte. bavi 8.0 On? 40? 
oei4 .tetaerquad bee geuged mb ban 
es bayooqxe 2) weediey 6109 bes, = 


#3 16h3° 9" \2ed +o? Lengel of sie i 
oF 4 


et omit? seth) wht 401 
eyeed oft Genased.¢ St.8 en 
wf 16 erate Leet, hecaayOn A Alaina bor 


BEEF 


In Canada, the market prices of all classes of slaughter 

and feeder cattle in the January-September period of 1975 
averaged below the same period the previous year. Prices 

of Al, A2 steers at Toronto dropped about $8 per cwt. from 
January to the March low of $39.94, but by June had made 

a strong recovery to the $50 level. By August fed cattle 
prices again weakened by nearly $3 per cwt. but by mid- 
September were back in the $51 range. Summer price strength 
for slaughter cows and heavy feeder cattle was followed by 
price weakness from August to mid-September. By late September 
feeder cattle’ prices had strengthened. 


1975 SLAUGHTER SHARPLY ABOVE 1974 

Cattle slaughter in’ Canada in the first nine months of 1975 was 13 percent above 
year-earlier levels while U.S. slaughter was up 11 percent (Table 1). This 
increase continues the trend begun in 1974 when slaughter in Canada and the U.S. 


was four and nine percent above 1973 levels. 


TABLE 1. FEDERALLY-INSPECTED CATTLE SLAUGHTER, CANADA2/ AND U.S.A. 


1974 (Annual) 1975 (January-Sept. end) 

Slaughter % Change Slaughter % Change from 

000 Head frome 1973 000 Head same period 1974 
British Columbia Dy +25 49.7 +36.4 
Alberta Telos we + 2 996.2 21.5 
Saskatchewan Liaise) + 6 11924 - 5.9 
Manitoba Geo eo 369.7 +10.7 
WEST Pi o1959 + 4 depo. 0 Oo 
Ontario 1 pal Paes + 6 815.8 + 5.0 
Quebec TOD) 7 -- NETS RG +20.3 
Maritimes 5756 - 1 CVEe. +41.7 
EAST Ieee. o + 5 990.1 + 8.0 
CANADA 3,044.7 + 4 appeals eat 130 
UNITED STATES Seed eee) +29 26,886.0 103% 
NORTH AMERICA 36,56354.6 +9 Zo a ieee 10.9 


a/ 


— Gradings in federally- and provincially-inspected plants. 


While inspected cattle slaughter in 1975 increased at the rates shown, carcass beef 
output to the end of August increased to a lesser extent, about nine percent in 
Canada and only about three percent in the U.S. United States cattle slaughter 

in July this year was the third highest monthly total on record, up 10 percent 

from July 1974, but actual beef output was slightly below year-ago levels. Through 
1975, slaughter has continued to include fewer fed cattle and more females in 

both countries. The cattle industry has benefitted from lower weights in that 
large numbers have been slaughtered with less price-depressing effects than would 
have been the case at higher weights. 


In both Canada and the U.S., the rate of increase in cattle slaughter in 1975 has 
been strongly influenced by the pattern in 1974 when slaughter rose in a rather 
unusual pattern, rising from quarter to quarter throughout the year. In Canada, 
first- and second-half slaughter in 1974 was up two and six percent, respectively, 
from similar. periods in,19743<9,, In. thei U.S..,dthe, increasesinglo74gwas three percent 
in the first half and 15 percent in the second half compared with year-earlier 
levels. Thus, the first substantial increase in slaughter in this cattle cycle 
began during the second half of 1974. 


Inspected calf slaughter in Canada is also well above that of last year -- up 
nearly 85 percent or 220 thousand head through to September end compared with the 
same period in 1974. .Im the, U.S.,.calf,.slaughter 1s,up) 77, percent or: over! 1:2 
million head. 


FEMALE SLAUGHTER REMAINS LARGE 


Significant changes have occurred in the composition of cattle slaughter in Canada 
beginning in September 1974 when female slaughter rose above year-earlier levels. 
In the January-August period of 1975, steer slaughter was down 4.4 percent but 
heifer and cow slaughter jumped 42 and 35 percent, respectively (Table 2). Female 
Slaughter increased to a greater extent in the West than in the East. For the 
month of September preliminary data on sex kill indicate the following percentage 
changes from September 1974: steers +l1l, heifers +24, cows +36, bulls -24 and 
total +16. 


TABLE 2. COMPOSITION OF FEDERALLY-INSPECTED CATTLE SLAUGHTER, JANUARY-AUGUST 1975, 
COMPARED WITH SAME PERIOD IN 1974. 


EAST WEST CANADA 
Change Change Change 
1975 from 1974 1975 from 1974 1975 from 1974 
No. % No. % No. % 
Steers 428,022 - 8.6 6535925 #8,.a¢4 DOS T2947 - 4,4 
Heifers 189,376 +32.5 55 og0 Au (F476 548,250 +42.1 
Cows 177,369 +28.4 251,173 *39k6 A28 542 +34 .7 
Bulls 21,466 + 6.5 20,696 2 216 UO EAS + 1.8 
Total 816,233 + 6.1 1,284,668 +16.0 271002901 +11.9 


In the U.S., cow slaughter has been averaging about 50 percent above 1974 but 
heifer slaughter is up only 15 percent. Steer slaughter, as in Canada, is down 
about five percent. In both countries, the decreases in steer slaughter may well 
reflect the rapid rise in calf slaughter since 1974 together with a relatively 
slower inventory turnover of steers as related to the decrease in feedlot activity. 
Steer slaughter in Canada, however, rose sharply in September. 


While steer slaughter in both countries has decreased, the increase in Canada's 
heifer slaughter has been substantially greater than that in the U.S. On the other 
hand, the rate of increase in U.S. cow slaughter has been much greater than in 
Canada. 


The sex make-up of cattle slaughtered underlies the variation in cattle grades. 
The A grade, which accounts for the greatest share of Canada's total slaughter was 
up 6.7 percent to September 1975 with most of the increase occurring in Western 
Ganadae( Tabless)i. “The increase in the,total of all, other grades (8 to E) was 

Z8-5 percent! dues tolthessharp uncréease’in female slaughter. 


TABLE 3. CLASSIFICATION OF CATTLE GRADED UNDER FEDERAL INSPECTION, JANUARY - 
SEPTEMBER END 1975, COMPARED WITH SAME PERIOD IN 1974 


EAST WEST CANADA 
Change Change Change 
1975 from 1974 1975 from 1974._1975 from 1974 
No. % No. % No. % 
Total A Grade 620,911 - 0.3 LOS, 970 5 oF. 696 8387 oe a. 
fotal Bb tower 
Grades 369,230 +24.1 aod mca! Peos oe 620,204 Heo eT 
Total All Grades 990,141 eee. O8e .21555,000 +10.5 295725, 141 +13.0 


The increases in cow and non-fed beef slaughter in 1975 have boosted ground and 
processed beef production from year-earlier levels. On the other hand, there has 
been a general scarcity of longer-fed, higher-quality fed cattle for slaughter. 
However, for September, Canada's weekly average slaughter of A grade cattle was 
47,083 head, 11 percent above that of September 1974. This increase was closely 
selated (to the sharpeincrease in steer slaughter. 


MARKET POSSIBILITIES OCTOBER-DECEMBER 1975 


Increased cattle slaughter is in prospect for North America for the remainder of 1975 
Slaughter of cows and grass-fed steers and heifers can be expected to rise seasonally 
ALSo ea sia! loincredase, i ted beet routput a(teedloG-cat tle). especially in the U.5., 

is expected since April-June placements of cattle in feedlots were above the same 
period in 1974. Furthermore, steer slaughter during January-August 1975 has been low 
in relation to numbers on farms in both Canada and the U.S. but may be expected to 
increase this fall from the 1974 fall level. 


One of the biggest uncertainties on the supply side is the volume of cows and 
grass-fed cattle, especially lightweight cattle, that could move to slaughter. Fall 
pasture conditions, feed grain developments and winter forage supplies are factors 
that will influence this movement to market, including live cattle exports to the 
U.S. While cattle slaughter in Canada for the final quarter of 1975 is expected to 
be about 10 percent above 1974 levels, lighter market weights will continue to 
temper gains in beef output. The U.S. Department of Agriculture in August estimated 
that cattle slaughter this fall would average well above year-ago levels, but 
lighter weights will hold gains in beef output to about six percent. 


During the past summer, most of the strength in slaughter cattle prices has been 
confined to the rise in fed cattle prices (Table 4). The rise in fed cattle prices 
was due to a general scarcity of fed beef at a time when the demand for high quality 
beef normally strengthens. Also, pork supplies during the summer were substantially 
below 1974 summer levels. 


TABLE 4. PRICES FOR Al, A2 STEERS AND D4 COWS AT TORONTO AND FEEDER STEERS AT 


EDMONTON 
TORONTO EDMONTON 
Al, A2 Steers D3 Cows Feeder steers (5765/50 ells) 
1974 1975 Change 1974 “1975 ‘Change 1974 1o75 Change 

/cwt % $/cwt % $/cewt % 
January Sle/ 8 48.45 - 6 CT Fema eo oe ae 50795 34.75 -32 
February a Oi 41.58 -18 SLO Vl god 9 =45 oy 6 a 51.66 -36 
March 44.51 59, 94 -10 50,570 1S. 41, =40 a Grae bo.90 -27 
April 45.88 40.64 -11 51,07 19.03 -39 A) 28 55. 17 -30 
May AT AG AGT re 2)e80n,18.el) —d4 48.31 36.45 ays 
June 47-91 *+505-25—4"5 26295" 19.09" =29 43.90 36.92 -16 
July De Oe 49.83 - 5 Bovo0e 1S, 550 .=359 43550 5707 -14 
August Dee tt 47.89 ge LS] Poaceae rie a rekon 912) 34.37 / -10 
September 51,91 S010 1 5) Panay SPS eo! a2 347th Pee. 2 iG 
October 49.88 17.40 55016 
November 55652 14.87 Soci4 
December 90397 14.07 S7370 
Year 49.37 42.03 


ie Preliminary 
Source: Markets Information Section, Agriculture Canada. 


For the remainder of 1975, féd cattle prices 3n ‘Canada, Can beucxpect ed to Chanveuin 
line with U.S. prices. Larger beef supplies this fall will likely force fed 

cattle prices in North America below the late-September average of $51 for Al, A2 
steers at Toronto and $49 for Choice steers at Omaha. The U.S. Department of 
Agriculture recently indicated that fed cattle prices may weaken this fall with 
Choice steers at Omaha averaging in the mid-$40 range. On the other hand, a sharp 
reduction in North American pork supplies and continued low average slaughter cattle 
weights will have an important supporting influence on fed cattle prices over the 
next several months: 


For the month of September, D4 cows at Toronto averaged nearly $16 per cwt, over 
$3 below the June average and $4.50 below a year earlier. No substantial change 
is likely this fall because of the expected heavy slaughter together with a 
depressed international boneless beef market. 


Heavy feeder steer (576-750 pounds) prices at Edmonton in late September 1975, 
averaged about $35, up $7 per cwt. from early September. Prices of light feeder 
steers (401-575 pounds) at Edmonton averaged about $28, up $5 per cwt. Feeder 
prices this fall will be closely tied to movements in the grain market. The 
recent rise in feeder prices has narrowed the spread between feeder and fed 
cattle prices. However, current prices for feeders reflect buyer preference for 
heavier cattle and unless grain prices drop substantially this preference can be 
expected to continue through fall and winter. 


MARKET PROSPECT FOR 1976 


Cattle market prospects for 1976 will depend greatly on feed supply and price 
developments, and subsequent levels of feedlot placements and cattle marketings. 


In Western Canada, the steer-barley ratio at Winnipeg, an indicator of cattle 
feeding profitability, slipped from 21.8 in early July to 15.9 in mid-August and 
by late September improved to 18.6. Unlike the conditions that prevailed through 
the 1960's and early 1970's when feed grains were relatively inexpensive, many 
cattle producers are increasingly sensitive to price implications of feed grain 
production, carryover and exports. Cattle feeders have at times sustained large 
losses through the past two years and will need to see opportunity for excellent 
profit margins to induce them to greatly expand domestic cattle feeding. 


In Eastern Canada; cattle feeding is tied closely to the Ontario corn crop which, 

thas year; is relativelyclargeroand,ofsbetter quality. Whileca strongedemand for feeder 
matt le can be expected in Ontario this fall, the cash corn markét°“may"be’an attractive 
alternative for some cattle feeders. 


Ineboth Canada‘and othe: UcS.5>.therrecord inventory of cattle and calves on farms 

ie wiv al ovoeindacatesda potentialsforsheavy slaughtersimv1976-) (Tablev5): 
However, the possible composition and seasonal pattern of slaughter through 1976 is 
wide and uncertain. 


One of the peculiarities of the current cattle situation in North America is that 
beef output this fall and next winter will be greatly influenced by the prospective 
Teviel@orgteed costs. 


The July inventory could permit a sizeable year-to-year increase in feedlot 
placements in both countries during the next few months. This is likely if feed 
grain supplies this fall turn out to be large with relatively cheaper costs. Also, 
there will not be a large inventory of hogs on hand for feeding. Hence, cattle 
slaughter could show a sizeable increase during the first half of 1976, compared 
Withsboth the. previous year-and-recent levels, A-return to mone cattle feeding 
would increase marketing weights from this Year's abnormally low level, contributing 
to higher beef output. 


TABLE 5. CATTLE INVENTORIES ON FARMS, CANADA AND THE UNITED STATES 


CANADA UNITED STATES 
July 1 Change July 1 Change 

1974 1975 absolute % 1974 1975 absolute % 

- 000 head - % - 000 head - % 

Beef Cows 4,295.5 aa Se + 80.0 +2 45,573 46,900 st ee 

Dairy Cows 2, 08251 SAL eon + 50.4 +2 71,191 11,149 - 42 +0 

Total Cows Grove G 6,508.0 +130.4 +2 56,764 58,049 t1i2oo (ee 

Beef Heifers Loca Oy poe yy + 40.6 +3 Toes Ae) L343 = 6 (DO4ees 

Dairy Heifers ee a Bay: + 16.4 +3 Fy ey + 32...) 

Total Heifers 2,059.2 2,010.2 + 57 «0 .*35 19 ,089— 18,905— = .184 .=1 

Steers 1,970.7 2065-0 + 94.9 +5 Lee 355007 28) -1,077 -6 

Calves 42247.5 Ae Tse ae ey aes aE ASST 5= 4207.58 + 885 +2 

Bulls 295.0 293.0 = ool el 2,908 3,063 + 155 #45 
Total Cattle 

& Calves 14,948.07. 15, 260.0 +o lL aaUL he. 138,987 140,056 + 1,069" «] 

a/ 


Includes heifers for slaughter and cow replacements. 
Source: Statistics Canada, Ottawa, and U.S.D.A., Washington. 


On the other hand, high feed costs would probably keep cattle feeding from expanding 
and result in a smaller supply of fed cattle in 1976, and a continued heavy slaughter 
of calves and grass-fed steers and heifers. Regardless of developments in cattle 
feeding, the level of cow slaughter can be expected to remain high, at least during 
thesfirst halfdorel97 67 


The demand for beef in North America in the first half of 1976 will be aided by 

lower pork supplies and expected improvement in general economic conditions. Although 
the July 1975 inventory of cattle and calves was a record, the year-to-year 

increases (1974 to 1975) of only two percent in Canada and one percent in’ the U.S. 
were the smallest in several years, suggesting that the peak of thel’cattle inventory 
cycle is near. The January 1, 1976 inventory of cattle and calves on farms will 
likely, beeclose ‘to the» 1975 level»with a small downturn’possible in°both countries: 


BEEF TRADE 


Unofficial trade information compiled by Agriculture Canada shows exports to August 
1975 down sharply and imports virtually the same. Exports totalled 13.5 million 
pounds, 52 percent below 1974 and imports 92.6 million pounds, two percent lower. 
Canada's 1975 export trade in live cattle and calves for beef and veal purposes 

is sharply below the January-August 1974 level, whereas live imports at about 

63 thousand head are about five percent below the 1974 level. The reduction in 
total dressed and live exports is due to sharply lower exports to the U.S. 


SUPPLEMENTARY TABLES 


OMAHA, MONTHLY AVERAGE PRICE OF CHOICE STEERS?/ 1971-TO 1975 


1971 1972 1973 1974 1975 
UES. $/cwth 

January 29.10 35563 40.65 47.14 36454 
February 5 ees SO0n02 A Str 4 46.38 34.74 
March 31.89 6 ome a5 065 42685 36.08 
April 3241 54252 45.03 Ale SS 42.80 
May 32D O 55en 45.74 40.52 49.48 
June S260 STO 1 46.76 37.98 B1eS2 
July 32.44 38.38 47 .66 AS 72 BOe2 
August Spt 55h 0 52.94 46.62 
Sept ember 32.08 34.69 aon 2 41.38 
October Smee 34,92 Ae 2 39.64 
November Boe 33.59 40214 OTe 
December 54.28 36.85 391; 56 3/20 
YEAR 42%99 35.78 44.54 41.89 


8/990-1,100 1b. effective January 1972. 


source: U.S.D.A., Agriculture Canada. 


TORONTO, MONTHLY AVERAGE PRICE OF CANNERS & currers?/ AND D4 COWS, 1971 TO 1975 


LO7 iL 1972 1973 1974 1975 
G/ewt. 

January Tox 19.64 Zlave Slio / Lees5 
February 16.00 20,02 Does S100 L756 
March Lie Ae va bel Oe 505,00 SOL OW. 16.41 
April 18.98 75 Neen 28.98 SA 7, 19.03 
May 18.80 21.80 30.46 274600 Loe) 
June 19.45 2Ln00 30.99 26,900 19.09 
July 20,00 2ec/9 5 el 25.00 13,35 
August AGS pee Re: RV AY 35.34 Zea09 lan 2 
September Toy 2 PED eel bee) MWg We 20.31 
October iia cea | 19°..97, 5G levels) lieu 
November sero Ver 28.95 17 
December Rosai 20547 29.48 LAS OF 
YEAR 17.99 20.70 50 5.L8 2506 


a Canners & Cutters, 1971 and 1972. 


Source: Markets Information Section, Agriculture Canada. 


TORONTO, MONTHLY AVERAGE PRICE OF cHorce?/ ANDVAISRAZTSTEERS, 197T)TO 1975 


1971 1972 1973 1974 L/S 
/cwt. 

January 524.0 Si DO 42.19 51.78 48.45 
February Oe TD 37.40 43.45 Sl20F Aleoo 
March 34.00 S/eoo 44.77 44.51 39.94 
April 34.26 S6R55 44.71 45.88 40.64 
May 34.09 5/21 45.56 47.49 48.70 
June 34425 38.13 AGs oO 47.91 50s 25 
July Baer 38.12 49.15 52 55 49.83 
August 34.46 36.83 57206 Se BAT AT, Ou 
September 33.80 Sono SLRS L Sine 
October JSARiaw 35.40 47.87 49.88 
November 34251 37%28 46.90 SSyvoe 
December 50uG/ 58).155 AGuibe 50.97 
YEAR 34.30 37.19 46.56 AQLS7 


af Choice Steers, 1971 and 1972. 


Source: Markets Information Section, Agriculture Canada. 


EDMONTON, MONTHLY AVERAGE PRICE OF coop2/ AND. 576-750 1b. FEEDER STEERS, 319711001975 


1971 1972 1973 1974 1975 
$/cwt. 

January Ae al 56,14 43.10 50.93 Bra es) 
February IN Ke! 36.40 45.39 SGa15 51.08 
March 32.00 5Ga50 46.86 46.42 55.90 
April VIS 39.00 46.18 UU PSS minal 
May BRAS 59.21 Jono AB ea, 36.45 
June oeteo 39.96 49.27 43.90 36.92 
July 32.90 40.47 Blo) AS oo WNW! 
August 954-50 55..00 56.45 38.09 S45), 
September 34.46 OF iO 55590 Saale 
October 34.64 37.89 See y @ CN ifs 
November ct wer OPE 38.69 5 las pene te! 
December 36.58 41.02 AiweL Seed O 
YEAR 95.55 38.60 48.98 42.03 


Af Good Feeder Steers, 1971 and 1972. 


Source: Markets Information Section, Agriculture Canada. 
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KANSAS CITY, MONTHLY AVERAGE PRICE OF 600-700 1b. CHOICE FEEDER STEERS, 1971 TO 1975 


1971 1972 1973 1974 1975 
U.S. s/cwt. 


January DeynU ol ade 0 DUieoe 26.45 
February 34.24 38.86 50.98 50.80 26.96 
March 34.26 38,64 54.01 44.81 Paris 
April 34.46 38.54 S182 44,15 31,69 
May 34.52 40.43 94.44 40.14 spend 
June 34.52 41.94 54.85 oa. 10 $6.81 
July 34.36 42.02 56.49 36.88 34.70 
August ne) 42.07 62.40 30.70 34.34 
September 54,97 45229 55.06 30.49 
October 35.64 44.15 SL.86 30.94 
November 36.88 OD i? Slee Basie gal 
December aie Adade 47.71 28,47 
YEAR 54.97 41.40 oA 37 .88 


pourcerieU.o,0cA.,. Washington. 


it 


ey 


—— 
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HOG SUMMARY 


Hog prices will remain high this fall mainly because of a continued reduction in 
the North American hog supply. Prices reached a record $90 a cwt. in Toronto 

on September 22, 1975, but have since averaged in the $80 range, $30 above the 
average price in Toronto in September of last year. 


There could, however, be some weakening of prices as a result of large North American 
beef supplies, broiler supplies and consumer resistance to current retail pork 
prices. Nevertheless, hog prices will continue to be high. 


Canadian hog slaughter to August 1975 was down 14 percent from the corresponding 
period of 1974, and the smallest since 1969. This decline reflected the liquidation 
of breeding stock during 1974, a producer response to low hog prices and high grain 
prices. The reduction was sharpest in Western Canada with its share of the market 
dropping from 44 percent in 1974 to 37 in 1975. A considerable proportion of this 
resulted from the grain market becoming a more profitable alternative for grain 
producers than feeding hogs. 


U.S. hog slaughter up to September 15, 1975 was 15 percent below the corresponding 
period in 1974 and the lowest since 1966. 


A four- to six-percent decrease in hog slaughter seems likely for the first half of 
1976 because farrowings in Canada were an estimated eight percent below 1974 levels 
Onwuly 1, 1975. This reduction 15 expected to be offset by increases in the second 
Hatt st 197 oO, resulting in larcer pork supplies than.in 1975... Prices in the’ first 
half of 1976 should be relatively higher than in 1975, but they should weaken somewhat 
in the second half as a result of increased supplies. 
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HOGS 


Index 100 hog prices at Toronto soared from an average 

of $52.76 per cwt. dressed in April to a record $84.10 in 
September. The record one-day high of $90.00 was reached 

on September 22. The record prices were due to lower pork 
supplies, which were down 18 percent in Canada and 25 percent 
in the U.S. compared to the third quarter of 1974. 


1975 SLAUGHTER SHARPLY BELOW 1974 

Hog slaughter in Canada through September of this year was down 14.2 percent from 
the same nine months of 1974 (Table 1) and the lowest since 1969. The West was 
down 27.6 percent and the East four percent. 


TABLE 1. CANADA: ORIGIN OF HOG CARCASSES GRADED BY PROVINCE 


January-September End Change 1974 - 1975 


1974 1975 Head Percent 
- 000 head - 000 head % 

Atlantic Provinces 20 leo OMe EES - Sos | —~/6.3 
Quebec 1.665. 7 L704. 2 + 68.1 + 4,1 
Ontario 2,092.8 LeiS 1G team les a 
TOTAL EAST 5,996.1 5405 Si0,0) ay Ben) —- 4.0 

% of CANADA 56.10 63.4 
Manitoba 913.8 685.4 ee eae eS) 
Saskat chewan 839.9 495.4 -— 344.5 2415.0 
Alberta ee Oy eee, 985.9 sa) Be 2 a 
British Columbia 550.5 oes + 245 426 
TOTAL WEST 5,065.9 Cepek Bo - 846.4 ae sO 

% of CANADA 43.4 36.6 
Canada 7,062.0 6,057.5 wns 004.5 Shee 
(nivedtst deese! | 57,978.0 AG 19. 5m se. 95875 -15.5 


p/ Preliminary 
Source: Markets Information Section, Agriculture Canada. 
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Hog slaughter in the U.S. began to drop in January 1975, and by the end of September 
was down about 15 percent from a year earlier, to its lowest level since 1966. 
Because of lighter average market weights, output of U.S. carcass pork is down about 
i7 percents 


The sharp reduction in pork output in 1975 in North America largely reflects the 
liquidation of breeding stock during 1974 when returns to producers were squeezed. 
The drop in Canada's production was considerably more pronounced in Western Canada 
where the cash grain market became a more profitable alternative for many hog-feed 
grain producers. As a result, Western Canada's share of national hog slaughter 
for the January-September period slipped from 43.4 percent in 1974 to 36.6 percent 
In 1975. 


FALL SLAUGHTER TO REMAIN LOW 


Reflecting the seasonal pattern of sow farrowing, hog slaughter usually increases 
in the fall from summer lows. 


Hog slaughter (gradings) in Canada for the last quarter of 1975 is projected to 
average about 10 to 12 percent below the last quarter of 1974. (For details see 
"Quarterly Forecast of Hog Marketings" on page 21). A decrease of 11 percent would 
show slaughter averaging 151,000 head weekly, compared with 169,800 head in the 
fourth quarter of 19747 and about P379200*head an the third quartersoe 075.5 ad 
the U.S., market analysts have recently indicated that the usual seasonal increase 
in fall slaughter from the summer low is likely to be relatively small. During 

the third quarter of this year, inspected hog ’*slaughter in the U.S. was more than 
20 percent below July-September 1974. Most of the hogs slaughtered during October- 
December this year will be pigs in the September I inventory weighing 120 to 

179 pounds; down 20°percent from-September 1; °1974) If Uss. fourth quarter slaughter 
is reduced as much as suggested by the September 1 inventory of pigs 120-179 pounds, 
it may be only slightly larger than the summer level. 


FALL HOG PRICES TO REMAIN HIGH 


Hog prices in North America increased dramatically from May to September this year. 
September prices of index 100 hogs at Toronto averaged about $84.10 per cwt. 
dressed, while at the seven U.S. markets barrows and gilts averaged about $78.50 
per cwt.. dressed (lable 2); 


The expected sharp reduction in the pork supply this fall should assure a continua- 
tion of relativelyshigh prices for the balancesof the year. (Also,Sporkestockomin 
Storage _on..September.l.,_ 1975 _were19..1 million pounds, .40 percent below oepaemnber 
1974). On the other hand, a probable increase in North American beef output and 
increased broiler supplies; ,especially..inythes,UsSo, nape rother, factorncetnat wcould 
place some downward pressure on North American hog prices. However, significant 
reductions in prices this fall seem unlikely, 
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TABLE 2. TORONTO, MONTHLY AVERAGE PRICE FOR INDEX 100 HOGS; SEVEN U.S. MARKETS 
AVERAGE PRICE FOR ALL BARROWS AND GILTS, 1973-1975. 


Index 100 Barrows §& Gilts Toronto over 


Toronto Seven U.S. Marketee! Seven U.S. Markets 

1973 1974 1975 1973 1974 1975 1973 1974 1975 

Can. $/cwt. dressed U.S. $/cwt. dressed $/cwt. 
January A57726 53.69 56.87 AZ. 26 527) 50256 5.50 0.98 Ogod 
February 49.64 oe PE S757 47.05 51.60 51,44 2.59 Ge21 (ayes BS) 
March B2e69 46.84 53001 49.52 A5eS0 on a Seley, I 4 1.69 
April 47.50 45.00 Sve) 46.18 39.64 Santee toe 3.99 -0.08 
May 48.93 40.60 O1.28 7: Wy ae | 33.88 60.31 eer 2 Ore 0.97 
June 50.50 a ee 69.50 50.06 55755 66.48 0.44 6.93 3.02 
July 59.69 48 .32 Hy hoe AS) 60257 A/ 16 74a. 25 -0.88 Rs Xs) 2.95 
August 68.35 54.52 Bia / 15.01 48.92 75.45 / -5.26 5.40 28 
September 62.44 SO. a0 84.102: 56.87 46.48 73. 66— stow | 9.88 5.44 
October 58.74 55.92 - 54.70 50.52 = 4.04 5.40 - 
November 57.41 sore Wl - SYS AS 49.79 ~ 4720 Be = 
December 57 205 ye: D) - 51.68 51.86 = 5.40 5.61 - 

Year 54.66 50.29 - 52.50 AS.61 a 2250 4.68 = 

a/ 


= COnVvers@Onerate O19, percent ror the U.S. live price to the’ dressed price. 
P. Preliminary. 


In the U.S. barrows and gilts at the seven markets in late September were selling 

at about $63 per cwt. live ($81.80 dressed). Several U.S. market analysts 

look for hog prices in the U.S. to weaken slightly during the fourth quarter and 
average in the upper-$50 range (about $74 per cwt. dressed). With the removal of 
border controls on beef and pork, Canadian hog prices can be expected to change in 
Piieawiti Uso. DPices,.  FProviaed ULS. price predictions come about, prices, at 

Toronto this fall for index 100 hogs may be expected to weaken moderately and average 
between $75 and $80. 


MARKET POSSIBILITIES FOR 1976 


While considerable uncertainty exists about the 1976 North American pork supply, 
a decrease in hog slaughter from year-earlier levels seems assured for the first 
half of the year, with the general price outlook quite favorable. 


Hog slaughter in the first half of 1976 will be largely determined by farrowings in 
the latter half of 1975. In Canada, sows expected to farrow during the July- 
December period of 1975 were estimated by Statistics Canada on July 1 this year 

to be down eight percent from the same period in 1974. In the U.S., sows expected 
to farrow during the June-November 1975 period were estimated by the U.S.D.A. on 
September 1 to be down 11 percent from a year earlier. However, farrowing 
intentions for the December 1975-February 1976 period in the U.S. show an increase 
of six percent from the corresponding period a year earlier. Thus, the September 1 
Hogs and Pigs report indicates a trend towards increased U.S. hog production. 
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The recent pattern of response by Canadian hog producers has changed somewhat in 

relation to past production response patterns. Some of the production decisions 

for this fall's farrowings (July-December) were made during the spring before 

hog prices moved sharply higher. In both Canada and the U.S. the hog-feed price 

ratio reached a peak in July, declined in August but increased again in September 
(Tab¥e 3) 


TABLE 3. CANADA: HOG-BARLEY PRICE RATIO; U.S.: HOG-CORN PRICE RATIO 


Hog-Corn Price Ratio (Omaha) 2/ Hog-Barley Price Ratio (Winnipeg)24 
1973 1974 1975 1973 1974 1975 
January wen 14.8 12.6 2o.5 bo. 0 13.9 
February Pe 1304 14.6 25.0 Pe) 16.0 
March 25.4 1 é.a5 14.3 26.6 12.9 1 
April 23.4 IZ 14.1 23.9 1p ay: TO 
May 1935 L0.2 16.4 20.9 ri RS: Leas 
June 16,9 10:.,0 1738 13.0 sa PAN 
July 19.9 Lda 19.5 18.9 12.0 24.4 
August 2055 L025 18.2 20.8 1, 3 ae 
Sept ember 18.4 10.3 20, 22/ 20.8 1A 23, oP/ 
October 7 ao 10.6 - 20.5 L300 - 
November 16.09 ps IRE - 1938 1331 ~ 
December Lay Taos ~ Le 14.0 - 
Year 19:3 LEG ~ Zveo dee ee - 


zu The number,.of bushels,of .No. 2. corn equivalent in value to;the price of, 100 
pounds of barrows and gilts live. 


b/ 


— The*number Of bushels of" Nov“! feed barley equivalent in value to-t he price 
of 100 pounds of Index 100 hogs live. 


p/ Preliminary. 


The fluctuations in hog-feed price ratios during this past summer were caused 
largely by \vafiations in feed costs... The price,of No..J-feed.barleye ate Wannipes 
rose from about $2.30 per bushel in early July to $2.90 in mid-August, but by 

late September had weakened to about $2.43. At Chicago, corn prices have followed 
a Similar pattern, rising from $2.80 in early July to about $3.10 in mid-August and 
by late September dropping to about $2.95. 


In Canada, the hog-barley price ratio during the past summer was the highest since 
the winter,.of,1973,...,Improveds profit.conditions during, the,past, summer, sharply 
higher feeder pig prices, and a strong demand for breeding stock may mean that 
farrowings in Canada during late 1975 may equal or exceed the year-earlier level. 
Another factor supporting the view that there were efforts to withhold sows for 
breeding in both Canada and the U.S. was the level of sow slaughter during the 
past summer (Table 4). 


TABLE 4. SOW-HOG SLAUGHTER RATIO2/ UNDER FEDERAL INSPECTION 


Canada US AS. 
1973 1974 1975 1973 1974 TOT 
January Lo ae 1455 64 AS ire} Ni l6y2 1516.8 Loew 
February i 359.0 1:34.8 Sys ye ‘Dy BL GS one Tes. sa eae 
March rs bg Oe 2 EES: ee 2S 1 a | Lea 
April 1435S 124051 L435 L209 alee a ira Le 2 Ohad 
May LsA269 156.5 Us43i35 Le LOG Perlite P2088 
June 123550 T4022 A if, i iss ee 5.4 SWE ES ae 
July F285 aa. 4 1:40.6 E226 1 Ht ge itd Te, 
August e205 1:26.4 1:40.3 els. oS P1020 hones 
September bes oo Ha EOI al gal hi 5 ge ate Gee ee ine ~ 
October Pee 2559 ~ e202 ge 5 i - 
November eZ oe ped Sel) ~ Po. PiZ.6 - 
December 1:30.4 e2955 - Ba SSS i ae BS aa | - 
Year 1 SS eee i RCP Aa | ~ tat at ORE et AS = 
a/ 


— The number of hogs slaughtered for each sow slaughtered. 


On balance, hog slaughter in Canada in the first half of 1976 can be expected to be 
downepLobablysfour.toxsix.<percent.<rom.the,1975-first-half-level, +with, most .of;the 
decrease occurring in the first quarter. If fall farrowings in the U.S. are realized 
(e5tanatcomLoupe doWwiei4a percente on September Lb, 1975), a sizeable reduction in U.S. 
hog slaughter may be expected during the first half of 1976 especially during the 
First; quarter. In both countries increases in the second half of 1976 may be 
Sxpectou tonorrset reductions. in the first half, resulting in Slightly larger total 
pork supplies in 1976 compared with 1975. 


Hog prices in North America will continue strong, at least until the late summer 
of 1976. With slaughter in 1976 expected to rise during the year, hog prices will 
tend to weaken from quarter to quarter. During the first half of 1976, index 100 
hog prices at Toronto can be expected to average above the 1975 first-half average 
of $58.50. For the last half, prices can be expected to average below the very 
high 1975 last-half average. It now appears that by 1977, the North American hog 
cycle will be characterized by larger pork supplies and lower hog prices compared 
With 1976. 


PORK TRADE 
In terms of dollar value, Canada has maintained a net export position in dressed 
pork trade with all countries to the end of July 1975 (Table 5). In trade with 


the U.S., Canada became a net importer in 1974 and this trend has continued through 
to theaend of July 1975. 
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To the end of July 1975, Canada's pork exports to Japan accounted for 65 percent 
of total pork exports in pounds and 69 percent of total pork export value. This 
compares with 23 and 28 percent respectively in 1974 January-July period. 


TABLE 5. EXPORTS AND IMPORTS OF pork? FRESH, FROZEN, PROCESSED, CANNED 
JANUARY TO JULY END. 


EXPORTS IMPORTS 
1974 1975 % 1974 1O7.S % 
Change Change 
U.S. 000 1b. 20) yo0e 9 G57 - 43 UL ote 19), 749) 954,508 “176 
000 $ 20,143" 14,8067 ) = 26 LO LGr ar O267 “266 
Japan 000 1b. 11,4358) 63,1160, gA190 Denmark 2,024 281 - 90 
000 $ 10,339: » 37,250; avtZ60 1,674 190 - 89 
Others 000 lb. 8,627 ..2,284 - 74 Others 1 b0e 1,364 - 9 
000 $ GQode: “Lo ae os 1 Leva 1,244 - 4 
MOTAL COOUID, “A961 oe cor + oO TOTAL wm Vio oO, loo | b1Sa 
000 % 56,504 SS OSes ge? TSSOP! eos 


a/ 


— ‘Excludes Export ‘Category "Fancy Meats Pork, Fresh or Frozen”, which during 
January-June 1974 totalled 25.3 million pounds at $7.2 million and in 1975 
23.5 million pounds at $5.4 million. 


source:. Trade of Canada sssStatistics Canada. 
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QUARTERLY FORECAST OF HOG MARKETINGS 


This forecast of hog slaughter at inspected and approved plants is 
based upon past relationships between the Statistics Canada estimates 
of hog numbers and farrowing intentions, and subsequent hog gradings. 


ACTUAL MARKETINGS FOR THE PERIOD JUNE 29 TO SEPTEMBER 27, 1974 AND 1975 


% change from 
Actual 1974 Actual 1975 preceding 
Province or Region 3 Months Total Ave. per week 3 Months Total Ave. per week year 


- thousand head - 


Maritimes WANs 74 5.9 70.4 Bist - 1 
Quebec Boose 41.0 WAG Ti 41.4 il 
Ontario 640.9 49.3 562.9 43.3 =12 
TOTAL EAST W24'555 95.8 AL o 90.1 = 6 
Manitoba 288.9 Dap hs Ps ee Si 14.35 -36 
Saskatchewan 218.0 16.8 LSZe 1 LOR 2 -39 
Alberta 406.3 Sere LBs '5) Zila -31 
British Columbia Wh ets} 1.4 ities 7 le? - 6 
TOTAL WEST 931.0 VLA 612.8 47.1 -34 
CANADA ZnO 167.4 TE viSSe8 WES 2 -18 
ACTUAL MARKETINGS FOR THE PERIOD SEPTEMBER 28 TO DECEMBER 27, 1974 
ESTIMATED MARKETINGS FOR THE PERIOD SEPTEMBER 28 TO DECEMBER 27, 1975 
% change from 

Actual 1974 Estimated 1975 preceding 

Province or Region 3 Months Total Ave. per week 3 Months Total Ave. per week year 
- thousand head - 
Maritimes ARS oes. 74.4 Saw, + 4 
Quebec 61Z2ew, Aez 594.3 45.7 = 
Ontario G7 Sa2 51.9 627.9 48.3 = 7 
TOTAL EAST 1,359.4 104.6 1,296.6 99.7 = § 
Manitoba Paphos: ie tl 219.6 16.9 Phil 
Saskat chewan 188.7 aS 143.4 ilaal -24 
Alberta S05e1 2002 284.8 21.9 ae 
British Columbia 19.8 ib '53 18.6 a4 - 6 
TOTAL WEST 848.1 65.2 666.4 Biles -2] 
CRAGN EAS DA Zine Ojnae 169.8 1,963.0 PS TA0 -1] 
ACTUAL MARKETINGS FOR THE PERIOD DECEMBER 28, 1974 TO JUNE END, 1975 
ESTIMATED MARKETINGS FOR THE PERIOD DECEMBER 28, 1975 TO JUNE END, 1976 
: % change from 
Actual 1975 Estimated 1976 age 
. , ——— SS -s—s | preceding 
Province or Region 6 Months Total Ave. per week 6 Months Total Ave. per week ae 
- thousand head - 

Maritimes P52 52.9 162.8 6.5 a 
Quebec 1,196.4 46.0 yes 45.1 2 
Ontario ISU 804 SOar 551850 oe 3 
TOTAL EAST 2,666.9 102.6 2.093...5 103.6 il 
Manitoba 500.0 19.2 430.0 HORS -14 
Saskat chewan 50562 ies 19) S005 11.6 -17 
Alberta TOE Qi we 608,4 Peat -14 
British Columbia HOG Il a 39.0 1.5 + 8 
TOTAL WEST 1,606.8 61.8 1,378.9 SiG) = 14 
CeACNEAR DEA LV PATS 164.4 AMO 22 156.6 = § 


mS 
ahs one ‘i secenyiens | 
oft quimtai] ot haar al @- 


ew i ip 1? 
ite t Fiehereae , yum Bie ayateat ayers we 7 
{ ie ' 7 
vi >" siurtar or in a OH 


wna? (Mies 


ino) 


- _ 
1 
ee ss 
Pl p<} 7 a 
we 1 Le 


i ed 
- . cA at} re 
if Le ™ | : 
“ahd ery - “a 
Gs Gat AG ; i} : 7 i is : a 
h Ls i Ol 
. a hae A ue 
| oo): i james ie 
aa . re - a « he 1p . 
4 i on : grees 14 ~ 
a“ 7 : bah i 
J a ou 
Sal re : ' - oi R lal 
oe a i a - a 
ii} nT Ss" «8 eae pr 
Sherk wth, Ca) Cena oat any 
. “vy rah ad i od : - 
é » — gehin-a4 
" iT % wn Spf | f ve ™ 
— Shi. a=. = — 
. 
7 ay! 
| ar = 
yaad ne 
; ae) Mi Ae a 
i 7% a 
° ‘(i Mawing ¢ ys 
A ay 
ad ei ae at OF mor fifty 
, i Wy ta STs ahah 98 vat ! 
oy )) > 
; ook in pel Sasa Oo! seated de 


+ 0a @ 


APPENDIX 


XIGMII9A 


AMENDMENTS TO AGRICULTURAL STABILIZATION ACT 


On July 30, 1975, Royal Assent was given to Bill C-50, An Act to Amend the 
Agricultural Stabilization Act (1958), after several months of intense debate by 
parliamentarians, provinces, producer groups and producers alike. This debate 
continues to a major extent since the specific programs for each of the named 
commodities have yet to be announced. As well, provincial government programs of 
a markedly different character have been emerging in the past three years. 


To identify and examine some of the outstanding issues in stabilization, some 
perspective of history and agricultural policy must be taken. This note discusses 
the operation of the Agricultural Stabilization Act (1958), why modifications in 
this Act were needed and the extent of the changes introduced in the amended Act. 
Concluding this note is a brief presentation and discussion of the outstanding 
issues’ in applying the Agricultural’ Stabilization “Act 1(1975)’. 


Legislation regarding price intervention and support for agricultural commodities 

began during the 1940's. Strong demand for agricultural products through the 

early 1950's, followed by an easing of demand in the mid-to-late 1950's led to pressure 
for up-dated and stronger legislation. In January 1958, the Agricultural Stabili- 
zation Act (1958) was passed; an indication of support for the Act was the low 

level of debate it produced in the agricultural community and the fact that it 

received first, second and third readings in the House of Commons as well as Royal 
Assent in less than 10 calendar days. 


The 1958 Act provided for mandatory support through market intervention or deficiency 
payments for nine named commodities at a minimum of 80 percent of the average price 
received by farmers over the preceding 10 years. Other agricultural commodities 
could be "designated" for support from time to time by the Agricultural Stabiliza- 
tion Board with approval of the Governor in Council. In all, some thirty-five 
commodities have received support from 1958 to 1975. Federal expenditures under the 
authority of the 1958 Act rose to $143 million in 1973-1974 and $267 million 

in 1974-1975. By far the largest share of these monies has gone to the support of 
dairy products such as butter, cheese, cream, industrial milk and skim milk powder; 
in recent years support for these products exceeded 95 percent of expenditures 

under the Act (1958). 


Throughout the 1960's, prices of agricultural commodities and inputs remained 
relatively stable. Very rarely was support granted to a named commodity (excluding 
butter and cheese) at the minimum support level of 80 percent of the preceeding 

10 year average of prices; support levels for the named commodities typically 

were higher than 80 percent, and in the early 1970's support ievels in a few 
instances were well over 120 percent. 
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By the end of the 1960's and early 1970's, major changes in relative product and 
input prices were occurring. The change in U.S. government agricultural policy 

to generally lower grain stocks and a return to a more market-oriented determination 
of prices, acreages and trade in grains, combined with wider annual fluctuations in 
international demand for grains, higher energy costs and growing inflation in North 
America led to recognition that a program of support in Canada for agricultural 
commodities must include recognition of the input costs as well as product prices 
faced by Canadian agricultural producers. Within the federal government, discussions 
regarding modification of the Act began in 1972-1973 and culminated in the passage 
of Bill C-50 in mid-1975. 


The Agricultural Stabilization Act (1975) contains several major changes from the 
1958 Act. . These major changes are: 


(a) a decrease in the base period from 10 years to five years; 


(b) an increase in the minimum support level from 80 percent to 90 
percent of the historical base period; 


(c), the indexing of production costs,to reflect the, actual cost 
Situation during the period of support; 


(d) a change in the named commodities - deleting eggs, butter, 
cheese, and wheat outside the Canadian Wheat Board designated 
area, and the addition of corn, soybeans, industrial milk and 
industrial cream. Cattle, hogs, sheep and oats and barley outside 
the Canadian Wheat Board designated area remain as named commodities; 
and, 


(e) the provision for the federal government to enter into joint 
Stabilization programs with provincial governments and producer 
groups. 


Taken together, the first three of these changes, represent a fundamentally different 


approach to stabilization than in the old Act. A diagram helps to explain the new 
approach. 


pupport or Price Guarantee 


S-year average not ae 
price Vise er 
90% of S-year cee as Costs in support period 
average price " a (S-year average costs indexed 
er oe COMrer lect costs aurino 
planed Support period) 
S-year average oie 
Costs 
5-year Period 
Base of 
Period Support 
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Under the 1958 Act, the minimum level of support was 80 percent of the five-year 
average price (the vertical line on the left). Under the new Act, a determination 
of costs in the current support perd is made. In some cases, input costs are 
easily projected through the coming year, while in other cases, use of an index 

to adjust known costs during a few preceding years is more appropriate. It must 

be recognized that it is expected costs during the period of the stabilization 
program that form the basis of the support, and not the costs of some historical 
period. To these current costs is added the difference between 90 percent of the 
five-year average price and the five-year average costs to obtain the support level. 
This added amount (margin) represents a return to management and other inputs owned 
by producers provided through the market place during the base period. 


A major issue in implementing the new Act is the determination of which production 
costs to include for indexing, and which should remain to be covered in the margin. 
At issue is the extent to which the non-cash costs are included for indexing. 

A significant problem exists in including such items as land. By including a land 
cost in the indexed costs, an effective guarantee of land value is given. With 
Michesecuarantee, land Values rise over time, in turn raising the indexed costs, 
and in turn again raising land values. The upward spiral in land values is then 
well underway, supported by a stabilization program. 


Another major issue arises in the requirements in the Act for uniformity of programs 
and regionalized programs across Canada under both federal and provincial govern- 
ments. Allied with uniformity is the issue of joint programs between the federal 
and provincial governments. Of substance in this issue is that while the federal 
government recognizes in the Act the capability of provinces to implement stabili- 
zation and other commodity-specific programs, the federal government's role in trade 
matters must be preserved. Even though the amendments to the Agricultural Stabiliza- 
tion Act have been passed, significant decisions have yet to be made in establishing 
the role and effectiveness of stabilization policy in Canada. 
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